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The Mexican government and the opposition political parties took a low-key approach to the 64th
anniversary of the nationalization of Mexico's oil resources, observed on March 18. The annual event
has served as a platform for the former- governing Partido Revolucionario Institucional (PRI), and
later the center-left Partido de la Revolucion Democratica (PRD), to commemorate the provision of
the Mexican Constitution designating oil as the national patrimony of all Mexicans. This provision
was written into the Mexican Constitution after President Lazaro Cardenas (1934-1940) expropriated
all private oil reserves and created the state-run oil company PEMEX in 1938.
In this year's ceremony, President Vicente Fox and politicians from the PRI and PRD reiterated their
commitment to honor the Constitution by keeping control of Mexico's oil resources in the hands
of PEMEX. PRI preoccupied with campaign-financing scandal But this year's commemoration was
overshadowed by several subplots.
Unlike previous years, the PRI did not organize any event or speech to mark Cardenas' milestone
decision. The party's newly elected president, Roberto Madrazo, declined to answer reporters'
questions about the party's decision to play down the anniversary. This year the PRI is having to
defend itself against charges that some members of the party used PEMEX to launder millions
of pesos for the 2000 presidential campaign of its candidate Francisco Labastida Ochoa (see
SourceMex, 2002-01-30).
The investigation, conducted by the Secretaria de la Controlaria y Desarrollo Administrativo
(SECODAM) and the Procuraduria General de la Republica (PGR), is focusing on the activities of
several former PEMEX executives and union leaders, including former PEMEX president Rogelio
Montemayor Seguy and federal Deputy Carlos Romero Deschamps, who is also the head of the
petroleum workers union (Sindicato de Trabajadores Petroleros de la Republica Mexicana, STPRM).
SECODAM had originally estimated the amount of funds diverted to the Labastida campaign at
more than 120 million pesos (US$13.23 million), but it has since uncovered more cases of diverted
funds. The comptroller's office has said the total could reach 1.58 billion pesos (US$174 million). The
PRI is also facing sanctions from federal electoral authorities. In early March, the Instituto Federal
Electoral (IFE) presented a formal complaint against the party for "unexplained" financial resources
in the 2000 presidential campaign.
Some PRI leaders have appealed to Madrazo to defend more vigorously the STPRM and the party,
but the new PRI leader remained noncommittal. "We will deal with all of this in due time," said
Madrazo. Romero Deschamps used the anniversary to bring together hundreds of STPRM members
at PEMEX headquarters to demonstrate in support of their union leader. Addressing his supporters,
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Romero Deschamps said he does not think the government has a strong enough case. "We expect
the courts to throw this investigation out," he said.
But federal Comptroller Francisco Barrio Terrazas told reporters the government has sufficient
evidence to bring charges against several PRI, PEMEX, and STPRM officials. The evidence compiled
by SECODAM and the PGR will be brought to a federal magistrate in late March.
The PRI and some members of the PRD have accused the Fox administration of conducting the
investigation as a preliminary step to fully privatizing PEMEX. The president denied these charges.
"No one in our country or abroad has proposed this [plan]," Fox told reporters. "In no way does the
fight against corruption mean privatization."

Lazaro Cardenas Batel endorses private investment in PEMEX
Some key PRD officials used the nationalization anniversary to clarify their stance regarding
the participation of private capital in PEMEX. Surprisingly, Lazaro Cardenas' grandson Lazaro
Cardenas Batel, the newly installed Michoacan governor, said private capital is welcome in PEMEX
as long as the state remains in control of the company and Mexico's energy resources. "The national
energy sector needs investment to modernize to meet the nation's requirements," Cardenas Batel
told reporters at a PEMEX anniversary ceremony in the state capital of Morelia.
That view is not shared by all members of the PRD. Deputy Marti Batres Guadarrama, who heads
the PRD's delegation in the Chamber of Deputies, said Cardenas Batel's position was risky because
any opening of PEMEX to private parties would be difficult to reverse. He also said Cardenas Batel's
opinion did not necessarily reflect that of the party. "Any position adopted by the PRD will not be
determined by one person but by the congressional delegation and the executive council of the
party," said Batres.
Mexico City Mayor Andres Manuel Lopez Obrador, traditionally a staunch opponent of private
participation in PEMEX, said he would prefer that the government develop other mechanisms to
fund the company. Still, Lopez Obrador declined to criticize Cardenas Batel. "You already know my
point of view," he told reporters. "You have to review [Cardenas Batel's] statements to understand
the context in which they were made."
Lopez Obrador and Cardenas Batel are among those mentioned frequently, along with Zacatecas
Gov. Ricardo Monreal, as the most likely candidates to represent the PRD in the 2006 presidential
elections. Cardenas Batel's statements were welcomed by Fox's center-right Partido Accion Nacional
(PAN). "This was an act of honesty to spell out so clearly his thinking on this very difficult subject,"
said Deputy Felipe Calderon, head of the PAN delegation in the lower house.
The Fox administration has already begun to shore up funding for PEMEX through a large increase
in the investment budget for the company. The government has also developed a scheme to finance
PEMEX's capital projects through government-guaranteed loans obtained in the market by privatesector contractors. "This will be a key year for reactivating growth at Pemex and for halting the
decline that the different areas of the company have been suffering for years," PEMEX director Raul
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Munoz Leos told reporters. The PEMEX executive believes the increased investments will allow the
company to boost production of crude oil by 30% and natural gas by 50% by 2006.

PEMEX continues to seek changes in tax scheme
The Fox administration and Congress are also looking at a plan to change PEMEX's tax status to
put it on a more solid financial footing. Several initiatives have been introduced in the Chamber
of Deputies to allow PEMEX to retain more of its revenues, rather than pay these revenues to the
federal treasury in the form of taxes. In recent years, PEMEX has accounted for more than one-third
of the federal government's revenues. "We want to be treated like any private enterprise," said
Munoz Leos.
The changes in the PEMEX tax code are also intended to wean the federal government off oil
revenues. "It is crucial that we reduce our dependence on oil for government finances," said Claudio
X. Gonzalez, president of the Consejo Coordinador Empresarial (CCE), one of Mexico's largest
business chambers. "We have to reduce the vulnerability of the Mexican economy to the variations
in the global price of oil."
The possibility of changes at PEMEX comes at a time when Mexico's proven reserves of crude oil are
on the decline. A recent report from PEMEX subsidiary Pemex Exploracion y Produccion (PEP) said
proven reserves of oil and gas had fallen to 52.9 billion barrels of crude oil equivalent as of this year,
compared with 58.2 billion barrels in 2000. Reserves have declined by 10% over the past 10 years, the
PEP report said.
Estimated reserves of crude oil at the beginning of the year stood at 38.28 billion barrels, a 29-year
supply. But only 22.4 billion barrels of that represents proven reserves, which is the equivalent of a
17-year supply. For natural gas, reserves were estimated at 69.1 billion cubic feet, a 19-year supply.
[Note: Peso-dollar conversions in this article are based on the Interbank rate in effect on March
20, reported at 9.07 pesos per US$1.00] (Sources: Associated Press, Los Angeles Times, 03/06/02;
Unomasuno, 03/07/02; El Financiero, CNI en Linea, 03/18/02; El Universal, 03/06/02, 03/18/02,
03/19/02; Notimex, 03/18/02, 03/19/02; The News, 03/19/02; Agencia de Noticias Proceso, 03/06/02,
03/18/02, 03/20/02; Reforma, 03/18-20/02; La Jornada, Novedades, Milenio Diario, La Cronica de Hoy,
03/19/02, 03/20/02)
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